STATE OF HAWAII
DE2ARTMENT OF HAWAIIAN HOME LANDS

DECEMBER 20, 1994

T0: Chairman and Members, Hawaiian Homes Commission

FROM: Mike Crozier, Administrater /ﬁ{/
LAND DEVELOPMENT DIVISIONW

SUBJECT: ~ Telecommunication Services

RECOMMENDED MOTION/ACTION

The Commission issue a license to Waimana Enterprises, :
Ine. to provide broadband telecommunication services to the N
Department. '

DISCUSSION - - i

At the July 26, 1994 -meeting, the commission authorized
the Chairperson to review and make a recommendation on ’
waimana’s proposal to provide broadband telecommunications

. services to the Department. Land Development Division has
completed its review of Walmana's proposal.

. 1)
~ Land Development pivision has verified and concurs with
. the major benefits the Dapartment will obtain as outlined in
* Waimana's proposal and in the July 26, 1954 Commission
- submittal. (The July 26, 1994 Commission submittal is attached
- as "Exhibit A".) . : .
. RECOMMENDATION

Sl s
.

Land Development Division respectfully recommends that the
Commission grants its approval to the motion as stated.
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STATE QF HAWAIL
'BEPARTMENT OF HAWALIAN HOME LINDS

JULY 26, 1994

TO: Chairman and Members, Hawaiiiz/?gmes Commission

FROM: Mike Crozier, administrato§¢gﬁié2215:?

LAND DEVELOPMENT DIVISION

SUBJTECT: Telecomnunication Services

RECOMMINDED MOTION/ACTION

The Commission acknowledges receipt of the Prepesal fron
Yeimana Enterprises Inhc. and reguest that the Chairperson
reviaw and make recemmendation on Waimana Znterprises Inc.’s
proposal to provide broadband telecummunication sexvices to the
Department.

DISCUSSION

Waimana has submitted a proposal %o.provide the Department
with broadband telecommunications services undey an exclusive
license. In its preposal, Waimana lists sevexal benafits which
would accrue to the Department and its beneficiaries.

currencly, the Department funds the initial infrastructure
installatien in all of its devalopments and issues licenses forx
the provisions of utility services. Tha level of service from
the present liconscaes availablc te the Dopartment’s dovelepnents
has been the same as that which is available to the general
public. Due to competition and technelogy advances, it may now
be possible for our beneficiaries to receive a higher level of
telacopnunication servicgs at no cost to the Department.

Purpose

The purpose of tha recommended motion is to have tha
Department commit the time and resources necassary to adaguately
raview Waimana's propesal and moke a recommendation for commis-
sion action in a timoly manney. Duc to tha importansce of
telocomnmunications in our lives, the Department believes this
issue deservas a thorough evaluation. If, as w;;mnnn clains,
the benefits outweigh any disadvantages to changing tha way the
Department currently recalves itz celecommunication services,
then the commission should take eappropriate action. E)(H[B[T ugy
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Section 207 of the Hawalian Heones Commission Act éntizled
gases To Hawaiians, licenses, states in part chat:

(€) (1) The department is authorized to grant licenses
as easements for zailroads, telephone lines, electric powar
and light linez, gas mains, anéd the tike.

Feasibilizy

The changes the telecommunicztions industry is currently
undergeing have and continue to ka2 widely discussed in che madia.

. Bapid-technology advances and the recent and anticipated changes
*in the laws governing telecommunication companies have fosterad

an increasingly competitive industry. Where once the customer
had to settle for the lavel of service being provicded by its R
lecal telephona company, the customer now has the cpportunity to

"choose its long distance companies. Legislation at both tha

federal and state levels has been introduced, allowing the .
customer a choice of local service providers. The inpending
changes have created -zn oppozrtunity for the Department to obtain

more from its telecommunications.provider. :

The Department has the z2uthority to issue a licanse for the
provision of telecommunications services. This authority and
the rural nature of the Department’s lands allow tha use of low
interest telephone loans from REA (Rural Electrification
Administration) %o pay for the infrastxucture. The Depariment
<an either apply to borrow the funds itself or grant the licensa
to a private company which wauld then be eligible for REA funds.

REA has stringent gualification requirements that nust be
met before a loan application is approved., -The gqualificaticn.
requiremants go beyond financial and include raview and approval
of the borrewver’s engineering and operating plans. 'fne REA
telephone program’s record of never having & loan default in
their 4o-yeax historxy 'is due in large part to its comprehensive
wualification reguirements. . ’

. Waimana has already been working with REA officials and has
represented that REA has given preliminary verbal assurances
that its application is acceptable. REA ofificials have raviawod
the Department.’s plans for Kawaihae and have taken a field crip
to Kawaihae to inspact the area, In May 1994, staff spoke ta
Mr. Bob Peters, Under Secretary of Agriculture in charge of the
RZA talephone program. Mr, Peters expressed graeat intaerest in
having Walmana apply for an REA telephone loan for Kawdlhae.

EXHIBIT “A"
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Advanctagas/digadvantages

Land Development Divisicn has.already conducted seme

preliminery research’ into the advantages and disadvantages of
this issue.

hdvanptages

1, Issuing an exclusive license for broadband tele-
communications will allow the Depar<ement to cbtain nore services
for its beneficiaries at no cost to the Pepartment.

comment: Presently the Department must ralse the initial
infrastructure installation costs. While telecam-—
munications are the smallest of the total .
infrastructure costs, it is 5till a cost the
Depar:ment must'find funds for.

2. Tne Pepartmant will be able to have state of tha azt

infrastructure Lnstalled rather than soon-to—be-outd ted infra-
stvucture. .

comment: Because the Department is reguired ta raise the funds
necessary for the initial infrastructure, the Dapart-
ment has chosen to -install overhead, twisted metal
pair wires to service our developments. This is not
state of the axrt and does not have the same capabili-
ties that fiber optic cable has., Additionally, over-
head lines are more prone to damage and d;srupt‘cn of

- servige than underxrgreound lines.

3. Installation of £iber optic lines wxll give our
baneficiaries an aqvan.age over other areas in the state.

comment: Fiber uptic linas will be necessa:y fozr the futurs
.+ generatiens to communicate fully. Although computers
are -not common in aach home today, the next genaration
is being taught the computer in elementary grades and
these who are not computer literate in the future will
be at a disadvantage in the job- market.

4, Installation of fiber optic lines in cur comnarcmal
and industrial -developments will make them mere attractive to
potential leasces. .

cocompent:  Virtunlly all of the businesses today utiliza
computars and sophisticated phene and fax systems.
Fiber eptiecs lines will allow these businesses to
transmit datn .nseer and more xellably.

EXHIBIT “A"
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5. The use 2f f£iber optic lines will pean our bene-
ficiaries a=e akle To receaive cakle T.V. as well as seleghone
service through one line. )
comment: This chould reduce the teosal cest for phone and cable

: T.V. sarvice to our heneficiaries,

Bisadvantages

1. Issuing a license will mean no lengeX having the
"comfort" of GTE operating the system.

cemment: This is not necessarily true. ' The licenses may enter
into a joint agreement with GTE of another large
telgccmmunications company, many ¢f whom are presently
txying te begin local sexvice, te operakte the system.
In a2ny case, Federal law requires "seamless®
cornections between differsnt phone systems. Ten
years age, we were "comforwable" with .GTE as the only,
carsier for local as well as long distance. Today, we
have a choice of long distance carriers-

2. Issuing a license may subject our beneficieries to
inferior service.

comment; To prevent this from cccurring the license should be
) recuired to demonstrate its ability before the license
is final. Also, if the licensee uses REA funds, RER
cenducts a comprehensive review of all aspects of the
telephone operation. There are over a hundred ruxal
telephone companies funded by REA which have been
providing high guality sexvice over 40 years. The
chances -of our beneficiaries receiving inferior
service arc remotd. .

3. Issuing a license may subject the Departmant and the
Commisssion to phone calls from upset customers.

comment: Currently, the Department issues licenscs for telecom-
munication services and doeas not racaive any calls
from upset customars. The proposal is for the
Department to Lssue one licensa to an oltside
company. This is not the same as the Department
providing water service in Anzhela and Molokai, fThe
bills for telecommimication sexvices will come from
puy licensee and not the Departmant.

RECOMMENDATION

Land Development Division respactfully recommend that the
commission grants its approval to the motion as stated,

‘ EXHIBIT “A”
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. RECOMMENDATION

STATE OF HAWAII
DEPARTMENT OF HAWAIIAN HOME LANDS

DECEMBER 20, 199%4

TO: Chairman and Members, gawallian Homes Commission

FROM: Mike Crozier, Administrator [éz’/f
LAND DEVELDPMENT DIVISION :

SUBJECT: ' Telecommunication Services

RECOMMENDED MOTION/ACTION

The Commission issue a license to Waimana Enterprises,
Inc. to provide broadband telecommunication services to the
Department. ' :

DISCUSSION _
At the July 26, 1894 meeting, the commissicn'éuthorized

the Chairperson to review and make a recommendation on
Waimana's proposal to provide broadband telecommunications

services to the Department. Land Development pivision has

' completed its review of wWaimana's proposal.

: Land Development Division has- verifjed and cohcurs with
the major benefits the Department will obtain as outlined in

. Waimana's proposal and in the July 26, 1994 Commission
" gubmittal. (The July 26, 1994 Commission submittal is attached
i as *Exhibit A".) .

A e e s
.

tand Development Division respectfully recommends that the
Commission grants its approval to the motion as stated.
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TATZ CF HAWAIL
' DEPADIMENT OF HAWALIAN HOME LINDS

JULY 26, 1994

Chaixman and Members, Hawaiian Homes commissien
Mike Crezier, adninistratoﬁzégf/ sl

LAND DEVELOPMENT DIVISION 4% ﬁ
Telecommunication Services

OMMENDED MOTY mrON

. The Commission acknowledges receipt of the Prcoosal fzom
Haimana Enterprises Inc. and reguest that the Chalirperson
review and make recormmendation on Waimana Enterprises Inc.’s

proposal to provide broadband telecommunicatien sexvices to the
Pepartment.

DISCUSSTON

Waimana has submitted a propesal to.provide the Department
with broadband teleconmmunications services under an exclusive
license. 1In iks prcposal, Waimana lists several benefits which
would accrue to the Department and its benaficiaries.

currently, the Department funds the initial lnfrastructure
installatieon Ln all of its davelopments and issues licenses fox
the provisions of ugility services. The level of service from
the present licenscaes available teo the Deopartment’s developrnenus
has been the same as that which is available to the genexal
public., Due to competition and technelogy advances, it may now
be possible for our beneficiaries ¢o receive a highex level of
talocommunication =ervices at no cost to the Department.

Purpese

The purpose of the recommended motion is to have tha
Department commit tha time and resources necassary to adaqua;ely
review Waimana’s propesal and make a recommendation for commis-
sien action in a timoly mannor. Due te tha importance of
telecommunications in our lives, the Department helieves this
issue deservas a thorough avaluatien., If, as Wg;mann claims,
the benefits outweigh any disadvantages to changing the way the
Department currently receives itz celecommunication sevvices,
then the commission should take appropriate action. EXHIB]T "A"
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mere from its telecommunications-provider.

Section 207 of the Hawalian Hemes Commission Act entisled
gases To Hawallians, licenses, states in part thaz:

(c) (1) The department is authorized to grant licenses
as easeménts for zailroads, teleghone lines, clectric powexr
and light lines, gas mains, and the like.

Feasibilizw
nid

The changas the telecommunicetions industry is gurrentl
undergoing have and continue to bz widely discussed in the media.
Rapid - -technology advances and the recent and anticipated changes

“in the laws governing telecommunicatiocn conpanies have fostered

&R increasingly cempetitive industry. Where onee the customer
had to settle for the level of service being proviced by its N
lecal telephione company, the custemer now has the epportunity £

‘choose its long. distance companies. Legislation at both Sho

federal and state levels has been introduced, allowing the .
custcmer a choice of loczl service providers. The impending
changes have created -an opportunity foxr the Department to obtain

The Department has the authority to issue a liconse for the
provision of telecommuniceticns services. This authority and
the rural nature of the Department’s lands allow the usa of low
interest telephene loans from REA (Rural Elecsrification
Administration) to pay for the infrastructure. The Depariment
can either epply %o borrow the funds itself or grant the liczensa
to 2 private company which would then be eligible for REA funds.,

REA has stringent gualification regquirements that nmust be
nmet befora a loan application is approved. - The qualificatich. ;
requircnents go beyond financial and include raview and approval
or the beorrover’s engineering and operating plans. 'The REA
telephone program’s record of never having a loan default in
their 40-year history 'is due in large part to its comprehensive
vualification reguirements. . . ’

. VWaimanz has alraady beon working with REA officials and has
represented that REA has given preliminary varbal assurances
that its application ls accepntable. REA officials have reviewcd
the Department’s plans for Xavainae and have taken a fleld crip
to Kawajihae to inspect the area. In May 1994, staff spoke to
Mr, Bob Peters, Under Secretary of hAgriculture in cparqe of ?he
REA talephona program. Mr. Peterxs expressed great interxest in
having Waimana apply for oan REA telephone loan for Kawalhae.

EXHIBIT "A"
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Advantcagas/disadyantnges

Land Development Divisicn Gas.zlresady conducted seme
preliminary research into the advantages and disadvantagas of
this issue,.

hdvantages

1. ;ssuing an exclusive license for broadband tele-
communications will zllow the Department te obtain nore servicés

for its beneficiaries at no cost te the pPepartment.

comment: PFresently the Department must raise the initial
infrastructure installation costs. While telecom-
@unications are the smallest of the total .
infrastructure costs, it is 5till a cost the
Department must ‘find funds for. '

2. The Department will be able to have state of tha axt
infrastructurs installed rather than soon=-to-he-gutdated infra-
structura. . o . . ,

comment: Because the Department is required to raise the funds
necessary for the initial infrastructure, tha Daepart-
ment has chosen to -install overhead, twisted metal
pair wires to service our developments. This is not
state of the art and does not have the same capabili-
ties  that fiber optic cable has. Additionally, over-
head lines are more prone to damage and disruption of
service than underground lines., : .

3. - Installation of fibar optic lines will give oux
beneficieries an advantage over other axeas in the state.

comment: Fiber optic lines will be necessarxy for the future
. generations teo communicate fully. Although computers
are not common in each howe today, the next generation
is being taught the computer in elementary grades and
those who are not computer literate in the future will
be at a disadvantage in the job ‘market,

. 4, Installation of fibar optic lines in ocur commercial
and industrial .developments will make them more attractive to
potential leasces. .

. comment: WVirtually all of the businesses today utiliza
computers and sophisticated phone and fax systems.
Fiber optics lines will allow thaesa bhusinesses to
transmit data faster and more xellably.

EXHIBIT “A"
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5- The use of £iber optic lines will mean our bene-~
ficiaries are zkle o recelive cakle T.V. 2s Well as teleghone
service through one line. )

comment: This chould reduce the total cost for phone and cable
: T.V. service to our beneficiaries,

Disadvantaces

1. Issuing 2 license will mean no longex having the
tcomfort" of GTE operating the syssen.

comment: This is not necessarily true. - The licensea may enhter
inteo a jeint agreement with GTE of another large
telecommunications company, many of whom are presently
tzying to begin local sexvice, to operate the sysTem.
In any case, Federal law requires "szamless!
connections between different phone systems. Tan
years age, we were "gemfortable" with GTE as the only,
carsier for local as well as long distance. Teday, we
nava a choice of long distance carriers.

2. Issuing a license may subject our baneficiaries to
inferior service.

corment: To prevent this from occurring the license should be
) reguived to demonscrate its ability wvefore the license
is final. Also, if the licensee uses REA funds, REA
conducts a comprehensive review of all aspects of the
telephone operation. There are over & hundzed rural ; . o
telephone companies funded by REA which hava been : R
proeviding hich quality service over 40 years. The ‘ s
chances -of our benefigiaries receiving inferior
service are remoké. : ‘ :

3. Issuing a licente May subject the Department and the
Commisssion to phone calls from upset customers.

cotment: Currently, the Department issues licenscs for telecom~
munication services and doms not receive any calls
fron upset customars. The proposal is for the
Department to issue ona licensa to an olitside
company. This is not the same as the Department
providing water service in anaheola and Holokai. The
bills for telecommunication services will come from
our licensee and not the Departmant.

RECOMMENDATION

tond Development Diviajon respectfully recommend that the
copmission grants its approval to the motion as stated.
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